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EXECUTIVE MESSAGE

It’s KEC’s 75th anniversary and we’d like to thank you for the opportunity

members an affordable prepaid electric rate. With SMART PAY members

to serve you, our members. Our goal is to power our community and

can prepay for electric consumption monthly, weekly or randomly. The

emPower our members. As expected, 2012 was a good year for KEC

only deadline is to ensure you pay before your account reaches a zero

and we’d like to share some of our accomplishments and future plans

balance. So far more than 275 members are using this new billing

with you.

method.

The Cooperative completed the year with revenues of $33,917,037 and

As you are probably aware, KEC purchases the electricity sold to

margins of $3,521,431. In December, $1,332,376 in capital credits

members from the Bonneville Power Administration (BPA) and our rates

were retired.

are among the lowest in the nation. In 2013, BPA will be increasing
its wholesale electric rates. Although we concluded 2012 financially

KEC also completed more than $13 million in capital projects aimed

strong and were able to meet our financial goals, in order to meet these

at extending service to new members, improving service to existing

goals in the future, a rate adjustment in 2013 will be necessary. We

members and replacing equipment to improve reliability.

understand rate adjustments are not easy for anyone and have managed
to keep rates stable for four years. KEC’s management is in the process

KEC continues to offer members more value by adding new services

of evaluating current rates and looking to propose the changes necessary

and programs. In 2012, Usage Explorer and the KEC Alert system were

to cover the BPA increase and meet KEC’s financial goals. Know that we

rolled out. Usage Explorer allows members to track their electric use on

will continue to keep operating costs as low as possible.

an hour‐by‐hour basis. Members who are more aware of their electric
use are more likely to save energy dollars and that’s important to us.

Whether you’ve been a KEC member for one year, or 75, we appreciate

The KEC Alert system automatically provides power outage updates to

the opportunity to serve you and we’re looking forward to the future.

enrolled members via text messaging and email. We are proud to say
KEC is the only utility in the area offering these services.
Our conservation program was updated, including the addition of free
energy audits for members and the construction of a solar renewable
energy project at the Kootenai Technical Education Campus. The
SMART PAY Program was also launched. This program offers residential

Douglas A. Elliott
General Manager

Everett A. Gossett
Board Chair

With a $214,000
loan from the REA
the first pole was
set at Washington
Water Power’s 15th
St. Substation on
Dec. 13, 1938.

THE 1940s
First Office Building
Kootenai REA’s first office consisted of a small kitchen table and a
couple of chairs located in a feed store owned by a board member. In
1945, Kootenai REA purchased its first office building from the State
for $14,000 and moved a few blocks to its new location.

THE 1930s
Turning on the Lights
The first line went from the substation to a

KEC’s first office

division point where it broke north and south to

building was in

Bayview and Conkling Park, totaling 185 miles

downtown

of line serving 385 members. On May 19, 1939,

Coeur d’Alene.

shortly after 9 a.m. the first line was energized.

YEAR IN REVIEW

THE 1950s

SYSTEM IMPROVMENTS
Several important capital construction projects were completed in our

Loan Program

four-year construction work plan. These projects included the upgrade

Kootenai

of the Prairie Substation to improve reliability, beginning construction

started

of the Julia Street Substation, an upgrade in the capacity of a main

loan

distribution feeder along Hayden Ave. and relocation of the lines along

the

U.S. 95 to accommodate road improvements made.

REA
an

program

for

purchase

and

installation
types

KEC also completed the construction of the Fighting Creek Landfill

of

waste methane gas created from the decomposition of trash. It

in

produced just under ten megawatts in the year, which is enough to

1956.

the

all

major

spring

power the needs of approximately 1,000 members. This is the first
long-term generation resource constructed by KEC and will benefit the
Cooperative for years to come.
MAINTENANCE AND RELIABILITY

KEC also partnered with the Community Action Program to fund and

KEC’s right-of-way clearing program made a $750,000 investment

facilitate a thorough weatherization of 25 low‐income member homes.

toward safe, reliable operation of our electric distribution system.

The improvements made to these homes produced an estimated
193,000 kWh of energy savings to members annually.

ENERGY EFFICIENCY PROGRAMS
Through the combined programs of BPA and KEC, more than

Member’s Choice

$445,000 was paid in 2,108 energy efficiency rebates to members.

KEC’s Member’s Choice program continues to evolve and offers KEC

This accounts for 1.7 million kilowatt (kWh) hours in energy savings.

members a suite of billing and payment options to meet their needs
and lifestyles. Some of these choices include Pay-by-Phone, SMART

KEC developed and launched the SnapShot Home Energy Audit

PAY, eBill/Paperless Billing, Budget Billing and the ability to choose

Program. Members who participate in this program receive a report

your due date.

audit is offered to members at no cost.

of

electrical equipment

Gas Project. This renewable resource began producing energy from

outlining the conservation measures most needed in their homes. This

annual

of

F I N A N C I A L S TAT E M E N T S

MANAGEMENT DISCUSSION & ANALYSIS
This discussion and analysis is designed to provide an overview of Kootenai

Power costs increased in 2012, by $1.0 million, to a total of $14.8 million.

Electric Cooperative’s financial activities for the year ended December 31,

As a result of the new BPA rate formulation effective October of 2011, we saw

2012. This supplementary information should be read in conjunction with

our cost of purchased power increase. The cost of providing electric service

the Cooperative’s audited financial statements and footnote disclosures to

to our members, which includes operations and maintenance costs, sales and

the financial statements. The financial presentation included in this report is

member account costs, general and administrative costs, depreciation, interest

summary information only, derived from the Cooperative’s audited financial

and taxes, increased by $845 thousand in 2012, or 5.5 percent over the prior

statements. The Cooperative’s audited financial statements and footnote

year. This increase in expense levels was influenced mostly by an increase in

disclosures, including the auditor’s opinion, are available for review at the

depreciation expense related to a new plant placed in service and the mix of

Cooperative’s offices. For the year ended December 31, 2012, the annual audit

capital and maintenance work activity within our Operations and Engineering

was conducted by Moss Adams, LLP.

work groups. Margins decreased by $666 thousand or 15.9 percent over the
prior year for a total of $3.5 million.

Kootenai Electric Cooperative is a member-owned electric utility incorporated
in 1938 to serve selected rural areas of North Idaho and Eastern Washington.

Other details include:

The Cooperative is governed by an independent seven-member elected board

•

New connects were 327 in 2012 versus 274 in 2011

of directors.

•

Built 13 miles of new line

•

Served 23,677 meters at year end 2012

During 2012, operating revenues increased by $1.1 million or 3.5 percent over

•

Demonstrated ongoing strength in our key financial ratios

the prior year for a total of $33.9 million. KEC introduced a wholesale power

•

Completed the Fighting Creek Landfill Methane Gas plant

cost adjustment (WPCA) of $0.00414 per kWh effective in October 2011, in

•

Completed the Prairie Substation rebuild

order to offset an increase in the cost of purchased power from BPA that was
introduced at that time. The constant WPCA per kWh rate was designed to
protect our members from wide fluctuations in our monthly power costs and is
intended to recover the increased cost of purchased power over a twelve month

Terence D Robinson CPA, MBA

period. The increase in revenue, 2012 over 2011, is driven primarily by having

Manager of Finance & Accounting/CFO

a full year impact of the WPCA.

THE 1960s
In 1965, the Girl

Powering the Boy Scout World Jamboree

Scouts held their

In 1967, the Northwest was busy preparing for the 12th Annual

world-wide roundup

Boy Scout World Jamboree to be held at Farragut State Park, and

at Farragut State

Kootenai Electric Cooperative was no exception. A total of 10,000

Park

feet of underground high-voltage conductor was installed just months

with

attending.

9,000

prior to the jamboree. “We’re concerned about visual pollution,”
commented then KEC General Manager George Riggs. This was the
first international jamboree to be held in the United States, bringing
more than 13,000 scouts and adult leaders to North Idaho.

The previous

THE 1970s

location at

A New Home in Hayden

2nd St. and

KEC moved to a new home located at 2451 W. Dakota Avenue in

Lakeside,

Hayden on October 15, 1979. The new facility allowed for all of KEC’s

had been

equipment and trucks to be in the same location as the office. It was

home for

also the first time that the trucks would be stored inside, shortening

more than

the response time for an outage.

30 years.

F I N A N C I A L S TAT E M E N T S

ASSETS

STATEM EN TS O F O PER ATIO NS & COMP R E HE NS IV E INC O ME

OPERATING REVENUE

2012

2011

$33,917,037

$32,769,696
13,782,467

net utility plant

14,833,412

13,782,467

investments

OPERATING EXPENSES:
COST OF POWER
DISTRIBUTION EXPENSE—OPERATIONS

1,684,913

1,417,095

notes receivable

DISTRIBUTION EXPENSE—MAINTENANCE

1,881,095

1,679,973

total noncurrent assets

CONSUMER ACCOUNTS EXPENSE

1,184,515

1,319,441

current assets:

376,498

342,758

ADMINISTRATION & GENERAL EXPENSE

3,192,910

DEPRECIATION & AMORTIZATION EXPENSE

3,990,820

SALES EXPENSE

TAX EXPENSE
TOTAL OPERATING EXPENSES

cash and cash equivalents

1,265,711

2,392,841

3,109,307

accounts receivable, net

4,137,059

5,453,457

3,624,755

materials & supplies inventory

4,069,590

3,851,406

311,879

283,677

9,784,239

11,981,381

127,893

69,356

$126,480,500

$123,377,337

665,969

665,047

27,810,132

25,940,843

other current assets
total current assets

INTEREST EXPENSE

3,170,877

3,143,996

total assets

NET OPERATING MARGINS

2,936,028

3,684,857

INTEREST INCOME

250,154

163,962

PATRONAGE CAPITAL CREDITS FROM OTHER COOPERATIVES

111,250

57,863

OTHER NON-OPERATING MARGINS

223,999

280,739

NON-OPERATING MARGINS:

585,403

502,564

$3,521,431

$4,187,421

COMPREHENSIVE INCOME:

TOTAL COMPREHENSIVE INCOME

1,085,932
1,106,771

6,828,853

OTHER COMPREHENSIVE INCOME (LOSS)

$109,133,897

1,149,254

111,326,600

6,106.905

NET MARGINS

$114,947,420
471,694

OPERATING MARGINS BEFORE INTEREST EXPENSE

TOTAL NON-OPERATING MARGINS

2011

116,568,368

deferred charges

NET MARGINS

2012
Noncurrent assets:

at a glance:
Where we’ve been and where we are now
Number of
Meters

Operating
Revenue

Miles
of Line

kWh Sold
(millions)

2012

23,677

$33,917,037

1,978

412.6

2011

22,999

$32,769,696

1,965

427.6

22,916

$31,363,521

1,933

404.0

$3,521,431

$4,187,421

2010

(463,300)

1,121,100

2009

22,789

$30,246,021

1,910

422.0

$3,058,131

$5,308,521

2008

22,521

$28,385,402

1,881

407.0

W here D oes your M oney G o ?

Eq uities & Liabilities
2012

2011

$38,454,401

$36,303,687

5,093,243

5,014,284

members’ equity:
patronage capital
other equities
accumulated other comprehensive income
total members’ equity

458,800

922,100

44,006,444

42,240,071

70,482,330

69,167,675

Capital Credit
Allocations - $10

noncurrent liabilities:
long-term debt, due after one year
Asset retirement obligation
postretirement benefit obligation, due after one year
total noncurrent liabilities

142,000

-

2,830,800

2,682,100

73,455,130

71,849,775

2,275,834

2,036,644

Operating the
Cooperative - $46

current liabilities:
long-term debt, due within one year
postretirement benefit obligation, due within one year
accounts payable
interest payable

223,800

215,200

2,238,028

2,984,315

48,594

51,589

2,162,701

1,293,039

consumer deposits

513,766

468,492

vacation payable

475,668

374,754

taxes payable

653,426

659,662

427,109

1,203,796

9,018,926

9,287,491

patronage capital payable

other current liabilities
total current liabilities
total liabilities
total members’ equity & liabilities

82,474,056

81,137,266

$126,480,500

$123,377,337

Purchasing &
Producing Power - $44

THE 1990s
Silverwood opened

Ice Storm

in

1988.

Residents of Plummer, Worley and Harrison were among the first to lose power.

Silverwood

KEC crews began working on storm-related outages at 2 a.m. on Tuesday,

attracts more than

November 19. At the peak of the storm, about 4,000 KEC members were without

650,000

power. Contract crews from several locations, including Seattle and Portland,

June

Today,

visitors

each year.

came to assist in repairing the damage and a total of 19 crews worked around the
clock to restore power.

THE 1980s
Serving Silverwood
On display at the 1987 Annual Meeting was a mockup of the proposed
development for the old Henley Aerodrome in Athol. During the
presentation by Norton Aero Ltd., they described a vision that included
a fully operating steam train ride, a replica of an 1880s mining town,
theater, saloon and vintage workshop. Now known as Silverwood, this
carefully planned town allowed you to take a step back in time and
experience the grandeur of a turn-of-the-century mining town.
Today, Silverwood Theme Park is the largest theme and water park
in the Northwest with over 65 rides, slides, shows and attractions.
In 2012 KEC partnered with Touchstone Energy® and Silverwood to
offer members a Co-op Connections® Card discount and will continue
offering this special discount in 2013.

In November 1996,
ice storm hit North
Idaho and nearly
two-thirds
KEC

of

the

system

was

destroyed.

Due

to the severity of
the storm and the
extensive

damage

to KEC equipment,
power

was

not

fully restored to all
members for about
a month.

THE 2000s
A network of more
than

735

electric

cooperatives

across

the

United

Touchstone
cooperatives

States.
Energy
serve

more than 13.5 million
homes and businesses
and reach more than
30 million members
every day.

Becoming a Touchstone Energy® Cooperative
In March 2007, KEC joined more than 600 cooperatives around
the country and became a Touchstone Energy® Cooperative,
a nationwide brand and marketing effort that identifies
cooperative utilities providing superior member service while
maintaining a strong local presence. One of the many benefits
of Touchstone Energy® is a membership card distributed to
every KEC member. The Co-op Connections® Card provides
discounts to hundreds of businesses and services, both local
and nationwide. “The dictionary definition of touchstone is a
test of genuineness. Touchstone Energy® symbolizes everything
that electric cooperatives represent today; electric power,
human connections and the strength of a co-op’s commitment
to the communities and the members they serve,” said then
KEC General Manager Bob Crump.

THE 2010s
Landfill Gas-to-Energy Plant
In February 2012, KEC’s first generating resource came online at
the Fighting Creek Landfill. This gas-to-energy project was developed
through a partnership with Kootenai County and has the capability of
producing up to 3.2 megawatts of power, or enough energy to power
approximately 1,800 homes.

The facility will
provide KEC
members with a
low cost and stable
source of power for
the next 20 years.
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Paige Bingham, Cheryl Blackwell, Tracie Boller, Keith Brooks, Terry Brown, Don Bush, Ed Cannon, Doug Cardinel,
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